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Introduction
Many OECD countries have seen significant increases in inequality in the past few decades, including the United States as well as several continental European countries (e.g. Atkinson, 2008) . Besides their direct and obvious impact through the re-allocation of economic resources to and from different socio-economic groups, changes in a country's aggregate distribution might also have repercussions in the political-economic sphere if they influence individuals' beliefs about the legitimacy of market outcomes. Indeed, several theoretical papers (e.g. Alesina and Angeletos, 2005; Alesina et al., 2012; Bénabou and Tirole, 2006 ) made a convincing argument that changes in the aggregate level of inequality might influence individuals' attitudes towards social inequality, such as their beliefs about the importance of non-meritocratic principles in determining individual wages, and that these changes in attitudes might eventually feed back into the effective distribution of economic resources because they might affect distributional parameters ultimately set by voters, such as marginal tax rates on income.
The goal of this paper is to directly test the hypothesis that inequality affects the legitimacy of market-based outcomes. The paper presents, against this broader background, empirical estimates of the effect of individuals' subjective perceptions of wage inequality in their country of residence on their attitudes to social inequality, focusing on individuals' subjective beliefs that meritocratic, or non-meritocratic, factors are important in determining wages. In contrast to most previous studies on the topic, however, this paper focuses on a broad array of attitudes the perceived level of inequality potentially affects, rather than only on a single attitudinal measure.
1 The second key feature of this study is that the empirical analysis is based on an individual-level measure of subjective inequality perceptions, rather than on some objective and highly aggregated measure of inequality. Using a unique measure of individual-level perceptions of wage inequality, I find that higher levels of perceived inequality are significantly and substantively associated with a stronger (weaker) belief in labor markets functioning according to non-meritocratic (meritocratic) principles. In this sense, a higher perceived level of wage inequality indeed appears to subvert the legitimacy of market outcomes. This result holds true 1 While previous evidence has mostly focused on the impact of inequality on subjective wellbeing, both Bjørnskov et al. (2013) and Schneider (2012) have argued that the perceived fairness of the wage distribution mediates the effect of inequality on wellbeing, suggesting that a focus on a broader set of outcomes might yield interesting insights into the overall attitudinal effects of inequality. Note, however, that neither of these studies has estimated the direct effect of inequality (perceptions) on attitudes.
when I account for potential reverse causality using an instrumental-variable approach, and I further corroborate it using a variety of complementary outcomes reflecting an individual's perceptions of the chances and risks associated with an unequal distribution of wages, his or her attitudes towards the role of government and progressive taxation, as well as his or her general political preferences. In line with the results for individuals' beliefs about the reasons for getting ahead, these additional estimates show that higher inequality perceptions lead to a stronger (weaker) awareness or salience of the risks (chances) potentially associated with inequality, as well as a stronger support of government intervention aiming to reduce existing inequalities, of progressive taxation, and of the political left. Finally, and importantly, I also find that those individuals with higher inequality perceptions are less satisfied with their own wages.
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The key conceptual challenge in addressing these questions empirically is the need for an individual-level measure of inequality perceptions. Simply relying on a more or less easily available objective, yet also highly aggregated, measure of inequality would ignore the fact that people appear to hold widely different, and often heavily biased perceptions of the overall distribution of economic resources (e.g. Chambers et al., 2014; Cruces et al., 2013; Kuhn, 2011 Kuhn, , 2015 Norton and Ariely, 2011; Osberg and Smeeding, 2006) . 3 If we acknowledge that individuals have different, and presumably biased, perceptions of wage inequality, the use of an objective measure of inequality in the empirical analysis would simply fail to reflect heterogeneity of this kind, potentially implying inconsistencies in the estimated effect of inequality on attitudes. 4 In fact, the available empirical evidence shows that individuals' perceptions of wage levels and/or inequality are, in part, directly related to socio-economic factors (e.g. Kuhn, 2011; Schneider, 2012) , suggesting that part of the observed variation in individual-level (mis-)perceptions of inequality is indeed of a systematic nature (implying a potential bias when this source of variation is ignored when estimating the impact of inequality on attitudes). To take these issues into account, the empirical analysis of this paper will therefore be based on a simple yet intuitive empirical measure of individual-level inequality perceptions, following the procedure proposed by and described in more detail in Kuhn (2011) .
In contrast to the approach chosen in this paper, however, most previous papers studying the impact of inequality on individuals' attitudes used some objective, rather than subjective, measure of inequality as their key regressor -assuming, at least implicitly, that people correctly perceive the prevailing level of inequality (see Clark and D'Ambrosio, 2015 , for a comprehensive survey). While earlier studies focused on highly aggregated measures of inequality (Verme, 2011, provides a survey of studies focusing on the association between country-level inequality measures and individual-level measures of subjective wellbeing), more recent studies have shifted their focus towards more disaggregated measures of inequality, arguing that people do not care as much about the aggregate distribution of market wages as they care about the comparison to smaller and much more specific reference groups, such as their coworkers, their friends, and/or their neighbors. 5 The latter group of studies does allow for variation in inequality perceptions across individuals, but only because of different comparison groups, not because of biased perceptions of wages or wage differentials per se.
Remarkably, these studies consistently tend to find a negative association between inequality and subjective wellbeing, independent of the exact definition of the comparison group. 6 For example, Clark and Oswald (1996) show in a sample of British workers that both job and wage satisfaction are significantly and negatively associated with an individual's comparison income,
given by the predicted wage from a conventional wage regression, while holding the absolute level of income constant. Ferrer-i-Carbonell (2005) reports a similar result for Germany. She defines individuals with similar education, age, and location of residence as the comparison group and finds that well-being increases the larger an individual's income is with respect to that of the comparison group while holding the absolute level of income constant. Luttmer (2005) , in contrast, matches individual-level survey data to information on local average household incomes from representative survey data from the US, using a strictly spatially defined comparison group. He finds that, even after controlling for an individual's own income, selfreported happiness is lower the higher average earnings are in an individual's neighborhood. Clark et al. (2009) , using a similar approach and using data from Denmark, show that subjective well-being depends on one's relative rank within narrowly defined neighborhoods. Similarly, Schwarze and Härpfer (2007) report a negative relation between pre tax-and-transfer inequality and life satisfaction across regions in West Germany, while Winkelmann and Winkelmann (2010) report a negative association between aggregate-level inequality measures and economic wellbeing across municipalities in Switzerland as well.
The assumption that people have unbiased perceptions of the prevailing level of inequality has, however, been relaxed in two more recent studies. Both studies manipulate individuals' information about wage differentials in a field experiment. Both studies provide indirect evidence of people potentially having misperceptions of the true level of inequality, since a minor information treatment is able to influence individuals' attitudes. In the first of these studies, Card et al. (2012) randomize the access to information about coworkers' wages in a sample of university employees, providing arguably more compelling evidence on the causal effect of coworkers' wages on one's job satisfaction than most studies mentioned so far. Consistent with the evidence from the majority of observational studies, however, they also find that comparison income has a strong negative effect on individual job satisfaction. Finally, in another randomized field experiment, Kuziemko et al. (2015) manipulate individuals' information about income inequality. They find that providing individuals with this information has large effects on whether inequality is viewed as a pressing problem, but only small effects on individuals' support for governmental intervention with regard to the distribution of income.
Finally, yet on a somewhat more general level, this paper also adds to the small number of empirical studies documenting that economic events or circumstances influence individuals' attitudes and beliefs. In one of these studies, for example, Di Tella et al. (2007) show that granting property rights to squatters strongly influences their market beliefs. Similarly, Giuliano and Spilimbergo (2014) show that the macroeconomic context at the time of youth (i.e. growing up during a boom versus during a recession) influences individuals' beliefs about the importance of own effort and luck in getting ahead, their demand for redistribution, as well as their trust in public institutions. In line with the results from these studies, this paper shows that attitudes towards inequality are, in part, shaped by the prevailing level of inequality, and thus the paper also adds to our general understanding of how attitudes and preferences are formed and how they evolve over time.
The remainder of this paper proceeds as follows. The next section presents the data sources and discusses the selection of the sample as well as the construction of the key variables, i.e.
attitudes to social inequality and individual-level inequality perceptions. Section 3 presents a few descriptives for the key variables. Section 4 discusses the econometric framework, while section 5 presents and discusses the resulting estimates. Section 6 concludes.
Data and Measures

Data Source
The empirical analysis fully relies on data from the "Social Inequality" cumulation of the years 1987 , 1992 , 1999 (ISSP Research Group, 2014a . These data are a collection of several national-level surveys focusing specifically on attitudes to social inequality, administered and made available by the International Social Survey Programme (ISSP). 7 They represent one of the best available sources of quantitative data to study individuals' perceptions of inequality and their attitudes to social inequality across countries and over time.
One of the key advantages of these data is that they cover a large number of observations from various countries and that they stretch over a relatively long period of time, for at least a subset of the participating countries (appendix table A.1 shows the number of individual observations by country and year). Another attractive feature of the data is that they contain a large number of items related to individuals' attitudes to social inequality, including, for example, individuals' beliefs about the causes of economic success or their stated support of progressive taxation. On the other hand, however, there have been many changes to the survey design over time, with the practical consequence that the number of items available in all four rounds of the survey is rather limited (more on this below; see sections 3.1 and 4.2).
7 More information is available from the organization's website (www.issp.org). The data are available to researchers from the GESIS data archive (www.gesis.org/en/issp/home).
Sample Selection
The sample used in the main part of the empirical analyses is determined by the availability of the dependent variable and the key regressor (i.e. individual-level inequality perceptions). As noted above, relatively few of the survey items are available in identical form in all four years of the survey. This implies that there are potentially large differences in the effective sample size for the different outcome measures, irrespective of any additional nonresponse issues. Fortunately, however, the series of items used to construct the key regressor are available in all four years (though not necessarily for all countries) in principle, but there have been a few changes over time to that set of items as well (cf. footnote 9 below).
Attitudes to Social Inequality
The following paragraphs discuss the various outcome measures available from the ISSP surveys (see also table 1, which contains the full list of survey items used as outcomes, and which is discussed in more detail in section 3.1 below).
Beliefs About the Causes of Economic Success
The outcome measures of primary interest are several attitudinal questions from the ISSP surveys which explicitly focus on individuals' beliefs about the causes of economic success.
Overall, there are twenty-six different items dealing with individuals' beliefs on this issue, and they can be further grouped into three distinct sets of items describing different dimensions of individuals' beliefs about the causes of economic success, namely: (i) beliefs about the reasons for getting ahead, (ii) beliefs about the incentivizing effect of inequality, and (iii) pay norms.
Note that the first two sets of items relate to individuals' perception of the wage-setting process, while the third set of items asks individuals about their normative views regarding the factors that should ideally be important in determining wages.
The first group of items asked individuals about the reasons, from their subjective point of view, for getting ahead in their country of residence. For example, one of the items in this group asked respondents whether they thought that coming from a wealthy family was important for getting ahead (here, as for most other items, respondents could indicate their agreement with the statement on a five-point scale running from one to five; see table 1 for details). Because this group of items contains variables describing both meritocratic (e.g. education and effort) as well as non-meritocratic (e.g. knowing the right people) mechanisms, an even more nuanced analysis of this specific dimension of attitudes to social inequality will be possible.
Then there are, secondly, several questions asking individuals' whether they believe that inequality has, at either the individual or the aggregate level, an incentivizing effect on economic actors. For example, respondents were asked whether they thought that wage differentials between people with different educational attainment are necessary as an individual incentive for choosing a higher educational attainment in the first place, or whether they thought that large differences in pay are necessary for a country's prosperity.
Finally, a third set of items asked individuals to state how wages should ideally be determined from their point of view. In other words, individuals were asked about their subjective pay norms (somewhat mirroring the first group of items, which asked them about the actual mechanisms determining pay). Here, for example, people were asked to state whether they thought that individual pay should be determined according to the attained level of education, or whether they would prefer compensation to depend on whether someone has to support children. As for individuals' beliefs about the reasons for getting ahead, it is also possible to distinguish between pay norms related to either meritocratic or non-meritocratic principles.
The Perception of Chances and Risks Associated with Inequality
A second broader subject the survey covers, composed of a total of eleven distinct items, describes individuals' perceptions of both chances and risks potentially associated, at least in respondents' perceptions, with economic resources being distributed more or less unequally.
The main hypothesis here is individuals who perceive wage inequality to be higher will tend to perceive chances to be less obvious and risks to be more relevant than individuals who perceive inequality to be low.
A first item of interest in this context asked individuals whether they thought that they "stand a good chance of improving their standard of living", which might be thought of as a subjective measure of perceived upward mobility. One might hypothesize that those individuals who perceive a high level of inequality are, ceteris paribus, less likely to agree with this statement if they, as argued above, perceive that non-meritocratic factors drive wage differentials. That is, assuming that people perceive access to higher wages to be mainly driven by non-meritocratic mechanisms, it appears likely that those who perceive a high level of wage inequality are less likely to believe in their own upward-mobility.
Another potentially interesting outcome in this context is individuals' satisfaction with their own wages. Again, if individuals believe that wages are (co-)determined by factors beyond an individual's control, such as coming from a wealthy family or having well-educated parents, then we would probably also expect them to be less satisfied with their own wages (i.e. an individual's own compensation from work likely appears unfair, relative to those with higher wages, if higher wages are mostly achieved through factors not related to one's own ability or effort).
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A third item of interest describes individuals' normative assessment of the overall level of inequality (as they personally perceive it). In this regard, respondents were directly asked to state if they thought that "income differences are too large" in their country of residence. Note that the item does not ask about the perception of the absolute level of inequality, but about the perceived level of inequality relative to some legitimate level.
Fourth and finally, individuals were also asked to evaluate whether any broader conflicts exist in society from their point of view, such as between the poor and the rich, or between unemployed and employed workers. The hypothesis here is that a higher perceived level of wage inequality goes hand in hand with people being more likely to perceive more general conflicts between different socio-economic groups in their society.
The Role of Government and Support of Progressive Taxation
A further set of interesting items relates to the proper role of government towards redistribution and the provision of goods and services and to individuals' explicit support of progressive taxation. Again, if higher inequality perceptions are associated with a weaker belief in market justice, one would presumably also expect that higher inequality perceptions go hand in hand with a stronger support for government intervention and progressive taxation -to counteract the perceived malfunctioning of markets in the allocation of economic resources.
In the survey, individuals were asked with regard to the role of government to evaluate whether they thought that the government is responsible for offering access to several goods and services such as providing a decent living standard for the unemployed. Regarding progressive taxation, individuals had to evaluate whether people with high incomes should pay higher taxes, or whether they thought that taxes for people with high income are high enough or not.
Political Preferences and Political Participation
Finally, the ISSP surveys also contain a few items on respondents' general political preferences; that is, their preferences towards either the political left or the political right, as well as their participation at the most recent national-level elections. I aggregate the three available items on political identification, as all three items ask about individuals' party preferences, and I use the remaining item on whether someone had voted at the last election in one's country as a rough measure of an individual's political participation.
Inequality Perceptions and Distributional Norms Inequality Perceptions
One of the most distinguishing features of the ISSP data on social inequality is a series of questions about the level of compensation for people working in various specific occupations, such as an unskilled worker in a factory or a doctor in general practice. For each of these occupations, respondents in the survey were asked to estimate both the actual level of earnings as well as the level of earnings that they would consider as legitimate (actual and ethical wage estimates, for short, in the following).
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Noting that an individual's set of actual wage estimates roughly describes the wage differentials he or she perceives to exist, these wage estimates can be used to construct a simple yet highly intuitive measure of inequality perceptions at the level of the individual, denoted by
in what follows (see Kuhn, 2011 Kuhn, , 2015 , for additional details concerning the construction and interpretation of this measure). Put simply, though, G actual i is probably best thought of as 9 The list of occupations for which these individual wage estimates were elicited changed considerably over the different rounds of the survey. Fortunately, however, four specific occupations were part of this list in all four rounds of the survey; namely: (i) an unskilled worker in a factory, (ii) a doctor in general practice, (iii) a cabinet minister in the national government, and (iv) the chairman of a large national company. In the construction of individual-level inequality perceptions, I only use wage estimates for these four occupations to make the measure as comparable as possible over time.
aggregating the information available in the set of actual wage estimates for any given individ- 
Distributional Norms
An analogous argument suggests that individuals' estimates of occupational wages that they judge as legitimate can be used to construct an individual-level measure of the legitimate level Practically, it might be important to control for distributional norms when estimating the effect of inequality perceptions on attitudes towards social inequality because they are likely to have an influence individuals' attitudes to social inequality per se, and because previous empirical studies have shown that inequality perceptions and distributional norms are strongly correlated with each other (Kuhn, 2011) . Table 1 presents a few sample descriptives for the full set of outcome measures eventually considered in the empirical analysis below. Whenever possible, items were recoded in such a way that larger values indicate a stronger degree of agreement with the underlying question or statement from the survey. Note that a common issue across many of the items listed in table 1 is that they do not appear in all four rounds of the survey (section 4.2 below will discuss how I deal with this issue empirically). Table 1 Panels (a) to (c) show descriptives for all the items describing an individual's beliefs about the causes of economic success, the functional role an unequal distribution of wages eventually plays, and about different pay norms. All related items are measured on a scale running from people perceive a relatively high level of conflict in their societies (note that the scale runs from 1 to 4 only for the items in panel (e); the mean values of these items are therefore not directly comparable to the averages of the other items).
Descriptives
Attitudes to Social Inequality
Descriptives for individuals' beliefs about the proper role of government, as well as their support for progressive taxation, are shown in panel (f). It is evident from the descriptives that a majority of the sample believes that the government should play a decisive role in the provision of a number of services, including the financing of education and the provision of social security (most items averaging values between about 3.6 and 4), and that most individuals are in support of progressive taxes as well (average agreement equal to 3.3 and 4, respectively).
Finally, panel (g) shows that the average respondent in the pooled ISSP sample weakly tends to identify with the political left (here, the scale again runs from 1 to 5, with higher values denoting that an individual leans towards the political right). Finally, about 79% of the respondents state that they participated at the last elections. Below, I will use this item as a rough measure of an individual's level of political participation.
Inequality Perceptions
Panel (a) of table 2 presents descriptives for subjective inequality perceptions. In the overall sample, inequality perceptions average 0.56 Gini points with a standard deviation of about 0.218 (remember that inequality perceptions can, in principle, be interpreted the same way as a conventional Gini coefficient). Table 2 The table also shows that very few individuals (less than one percent of the overall sample) perceive no wage differentials across the different occupations at all, resulting in G actual i being exactly equal to zero.
10 More important for the empirical analysis, however, note that there is huge variation in individual perceptions of wage inequality. This quite clearly shows that individuals really do have widely different perceptions of wage inequality, consistent with the literature mentioned in the introduction. This in turn implies that there might be large discrepancies between the effective level of inequality and the level of inequality individuals perceive.
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At the same time, the high intraclass correlation (about 0.395) suggests that inequality perceptions are quite strongly correlated with each other within country×year cells. Thus, there appear to be large differences in country averages of individual-level inequality perceptions, reflecting not only differences in the true level of inequality, but also differences in, for example, the way and intensity the issue of inequality is treated in the media.
Other Individual-level Controls
Panel (b) of table 2 shows descriptives for the other three individual-level controls used in the analysis below. The descriptives of age and gender are as expected, with a mean age of about 45 years and slightly more women than men in the sample. More interestingly, note how small the intraclass correlation for these two variables is -compared to inequality perceptions.
Finally, descriptives for distributional norms reveal, not surprisingly, that the legitimate level of wage inequality is considerably smaller than the perceived level. Also, the corresponding intraclass correlation shows that distributional norms are less strongly correlated within country×survey-year than inequality perceptions.
Empirical Framework 4.1 Baseline Estimates
To quantify the effect of inequality perceptions on individuals' attitudes to social inequality, I
will estimate the parameters of a series of regression models that all share the following basic form:
with y it denoting attitudes to social inequality of individual i living in country j and having participated in the survey in year t, and with G actual it denoting an individual's perceived level of 11 This, of course, also implies that there may be research contexts where simply working with objective data on inequality, instead of inequality perceptions, might be misleading.
wage inequality in his or her country of residence. β is the parameter of primary interest because it quantifies, under appropriate specifications of the model, the partial effect of inequality perceptions on individuals' attitudes to social inequality (oviously, I expect β > 0).
Furthermore, all of the specifications shown below include a full set of country×survey-year fixed effects, denoted by ψ j[i]t in the equation above. The fixed effects will pick up any systematic differences across countries and years, even if not directly observable in the data at hand. Most importantly, perhaps, note that the inclusion of these fixed effects will net out any existing differences across countries and time in the objective, aggregate level of wage inequality.
Moreover, most of the regression specifications shown below will add a few individual-level control variables, denoted by x it in equation (1). Because most of the available controls at the individual level are potentially endogenous in the current context, however, I will only include few such controls; namely: age, gender, and distributional norms.
12 A second, more practical but no less important issue is the fact that there is a considerable amount of missing information with respect to many of these potential controls (due to both nonresponse and, again, to the fact that many potentially interesting controls do not appear consistently in all four rounds of the survey). Thus, the inclusion of additional controls would also lead to an often much smaller, and potentially very selective, subsample available for the empirical analysis.
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That said, there is of course a similar concern with inequality perceptions and distributional norms being endogenous as well. This concern is more difficult to deal with empirically, and it is therefore held back until section 4.3 below.
Stacking the Data to Estimate Average Effects within Groups of Similar Items
With a total of forty-nine distinct survey items, there are almost too many potentially interesting outcome variables. It is therefore desirable to have a succinct way to estimate some kind of average effects across items that focus on the same broader conceptual issue.
For this reason, I will focus, for most of the items considered in the empirical analysis, on estimates that rely on data stacked across several survey items rather than reporting estimates for single items. In the case where the estimation is based on stacked data, I thus focus on parameter estimates derived from a regression model with a slightly different structure:
with y ict denoting outcome y of individual i in year t and for item c belonging to some larger group of related items c = 1, . . . , C; with the total number of items C being larger than one (if there is only a single item, we are back to equation (1)). A first thing to note is that this procedure would -if all the items grouped together were available for exactly the same set of observations -scale up the original sample size by a factor exactly equal to the number of items grouped together. 14 However, in practice, because most of the items considered in the analysis do not appear in all four years of the survey (less than a quarter of all the items considered), because items appear in different rounds of the survey, and because of different nonresponse patterns across items, items which appear in more rounds of the survey will implicitly be given more weight than those that appear in fewer rounds (a similar argument applies to differences in the number of observations due to potentially different nonresponse patterns). The fact that relatively few items are observed in all four rounds of the survey is also the main reason why I cannot simply use average outcomes as the dependent variable -which would otherwise be the more natural way of aggregating several items together.
In those specifications where several items are stacked together in the way described above, I report standard errors clustered by individual to take the fact that the data contain repeated observations from the same person into account. At the same time, clustered standard errors will also correct for the inflation of the sample size due to stacking various outcomes from the same individuals (note that observations for different outcomes but the same individual have exactly the same values on all the regressors).
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14 For example, if there were three (i.e. C = 3) survey questions relating to the same conceptual subject, and if all three items were observed for exactly the same set of observations, then stacking the data would result in a sample exactly three times as large as the original sample size.
15 In fact, if the items were perfectly correlated with each other within any given individual, then this procedure would simply duplicate the information already available in the original data. This would mechanically deflate
The main practical advantage of this procedure is that it allows me to reduce the dimensionality of the data at hand considerably. Specifically, instead of reporting estimates for each of the 49 distinct items listed in table 1, the results reported below focus on 14 different outcomes only (these outcomes mostly represent groups of items or, in a few exceptional cases, single items).
Two-Stage Least Squares Estimates
One additional concern with simple OLS estimates of β based on equation (1) is the potential endogeneity of inequality perceptions due to attitudes about social inequality and inequality perceptions being determined simultaneously. Thus, in estimating the effect of inequality perceptions on attitudes, ideally one has to net out the potential reverse effect, running from attitudes to inequality perceptions.
To account for this potentially relevant issue, I will also present two-stage least squares (2SLS) estimates of the effect of inequality perceptions on individuals' attitudes to social inequality. I will use region-within-country means of subjective inequality perceptions as instrument for an individual's inequality perceptions.
16 The main argument underlying this instrument is that individual inequality perceptions are most likely influenced by the perceptions of people around them, such as their colleagues at work, their neighbors, or their relatives. At the same time, individual-level perceptions arguably have a negligible effect on mean perceptions in a given region. Even though somewhat less obvious, it might also be reasonable to assume that mean inequality perceptions have no direct effect on individual attitudes to social inequality.
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The associated first-stage regression thus takes the following basic form:
conventional standard errors, but standard errors clustered by individual would take properly account of this issue.
16 Dustmann and Preston (2001) , for example, propose a similar logic for using an instrument at a higher level of spatial aggregation in their study on the effect of immigrants inflows on natives' attitudes to immigration.
17 That is, it is implicitly assumed that the instrument has only an indirect effect on the endogenous variable. In the context here, this assumption implies that region-within-country means of inequality perceptions have no direct effect on the outcome(s) other than through their effect on individual-level inequality perceptions. One potential concern with the specific instrument proposed here is that variation in the instrument might also reflect regional differences in the effective level of inequality (which are otherwise not taken into account in the analysis). In that case, the 2SLS estimates are likely to overestimate the effect of inequality perceptions on attitudes.
with G actual it denoting individual-level perceptions of inequality, and with G actual k[i]t denoting mean inequality perceptions in region-within-country k and survey-year t, which is used as instrument for individual-level inequality perceptions. The remaining regressors in equation (3) are the same as those discussed in the context of equation (1) above. Specifically, note that it is still possible to control for country fixed-effects because there is within-country variation in the instrument (i.e. K > J). As usual, π 1 and its associated standard error are informative about the strength of the instrument, and the tables below will report the F-statistic associated with the null hypothesis that the instrument has no partial effect on the endogenous variable.
Results
Beliefs about the Causes of Economic Success
The first set of estimates, shown in table 3, relates to individuals' beliefs about the causes of economic success, and I start with the results for individuals' beliefs about the reasons for getting ahead. In this and the following two tables, all estimates are based on groups of several survey items, as discussed in section 4.1 above (the exact number of items which are grouped together is noted in the bottom of each table). Table 3 The first five columns report estimates of the partial effect of inequality perceptions on people's belief that non-meritocratic mechanisms are important in determining individuals' wages. The following five columns report analogous estimates related to individuals' beliefs that meritocratic mechanisms determine differences in pay. In each of the two panels, the first three columns report OLS estimates, while the remaining two columns show the corresponding 2SLS estimates. For each point estimate reported (in this and all of the following tables), I also present (in brackets) an estimate of the approximate elasticity, evaluated at mean values, of the respective outcome measure with respect to individual-level inequality perceptions.
The estimate reported in the first column of table 3 is from a regression which includes the full set of country×survey-year fixed effects but no other controls. This first specification yields a positive and highly significant point estimate, implying that a higher perceived level of inequality is associated with a stronger belief that non-meritocratic mechanisms are important in determining wages in one's country of residence. The second column adds the two individuallevel controls (i.e. age and gender), resulting in a somewhat smaller, yet still significant estimate of inequality perceptions. However, both estimates imply a small effect, if judged by the implied elasticity. I add individual distributional norms as an additional individual-level regressor in the third column. This variable clearly appears to be important, as the point estimate on inequality perceptions from the third column is as much as 80% larger than the corresponding estimate from the specification that does not include distributional norms as a control variable (i.e. the point estimate increases from 0.08 to 0.146). The larger point estimate notwithstanding, however, note that the approximate elasticity remains quite small (equal to about 0.031).
Next, column 4 reports 2SLS estimates of the full specification, instrumenting inequality perceptions with region-within-country means of inequality perceptions.
18 This yields an even larger point estimate of about 0.188. However, this larger point estimate goes hand in hand with a much larger robust standard error, resulting in a statistically insignificant point estimate.
Finally, I report 2SLS estimates in the fifth column in which I instrument for both inequality perceptions and distributional norms, with the instrument for the latter being the regionwithin-country mean of individual-level distributional norms (essentially mirroring the logic used to justify the instrument for individual inequality perceptions). The point estimate based on this final specification equals 0.173, close to the estimate from column 4, and implying an approximate elasticity of about 0.037. As in the preceding column, this point estimate comes with a comparatively large robust standard error of 0.142 and, consequently, this final point estimate also turns out to be statistically insignificant.
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The remaining five columns of table 3 report analogous estimates for individual's beliefs about the importance of meritocratic mechanisms in determining individual wages. There is a somewhat more interesting pattern of results here, insofar as the first two columns indicate that a higher level of inequality is associated with a stronger belief into meritocratic mecha-
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The table also reports, in curly brackets, the F-statistic associated with the first-stage effect of the instrument(s) on the endogenous variable (i.e. individual-level inequality perceptions).
19 I have re-estimated the specifications reported in columns 1 to 5 of table 3, removing the two items with the lowest mean values. The two excluded items are the following: "A person's religion" and "the part of the country a person comes from". Estimates using the reduced set of items are shown in appendix table A.2. These additional estimates turn out to be larger than those using the full set of items, but with similar-sized standard errors (although they are based on a smaller sample).
nisms being important in determining individual pay, while the remaining three columns (which include distributional norms as a control) indicate that higher inequality perceptions induce a weaker belief into the importance of meritocratic mechanisms. Thus, the more demanding specifications point to a negative, though rather weak effect (implied elasticity of about -0.039 to -0.036) of inequality perceptions on the belief that meritocratic principles are important in determining pay. Table 4 Moving on to individuals' beliefs about a potential functional role played by inequality, by setting incentives for economic agents, table 4 reports estimates quantifying how inequality perceptions impact individuals' beliefs about a potential incentivizing effect of inequality, both at the individual and the aggregate level.
20 The first three columns of table 4 show that there appears to be an effect of inequality perceptions on the belief that inequality serves as in incentive for individual effort. The two OLS estimates are small, and only the estimate from the specification that does not include distributional norms is statistically significant, but the 2SLS estimate turns out again to be significant and much larger than the corresponding OLS estimate.
Also, this estimate implies a rather substantive elasticity of about 0.11. Interestingly, but also somewhat contradictory, the remaining three columns of table 4 show that there is a negative effect of inequality perceptions on the belief that inequality is necessary for an economy's success as a whole at the same time. Both OLS and 2SLS estimates are statistically significant, consistently negative, and also quite large in economic terms. Controlling for distributional norms, the point estimates imply an elasticity of -0.168 to -0.147. stronger belief in non-meritocratic pay norms, at least when distributional norms are held constant (note that the relevant OLS estimate switches its sign in this case, depending on whether distributional norms are held constant or not). Conditional on the inclusion of distributional norms, however, OLS and 2SLS estimates again appear consistent with each other (and again, 2SLS estimates turn out considerably larger than their OLS counterparts). Including distributional norms as a control variable also makes a difference regarding the effect of inequality perceptions on meritocratic pay norms. While the OLS estimate for the simpler specification turns out positive, it becomes negative once distributional norms are also taken into account.
Moreover, note that OLS and 2SLS estimates appear inconsistent in this case, with the OLS estimate suggesting a negative effect, and the corresponding 2SLS estimate pointing to a positive effect of inequality perceptions on the importance of meritocratic pay norms.
The Perception of Chances and Risks Associated with Inequality
I next discuss estimates relating to the chances and risks that might be perceived as associated with a given level of inequality. Specifically, the first three columns of table 6 report estimates for individuals' beliefs that they stand a good chance of improving their standards of living.
This item is clearly related to the outcomes considered in the preceding subsection, as it is very likely that individuals perceive their own chance of upward mobility to be less pervasive when they think that wages are substantively driven by non-meritocratic mechanisms. Arguably, it is also related to individuals' wage satisfaction, which is considered in the second panel of table 6 below.
Indeed, the estimates from the first three columns show that inequality perceptions are negatively and significantly associated with the belief that one stands a good chance of improving his or her standard of living. Also, in this case, the 2SLS estimate turns out to be of similar size as the corresponding OLS estimate using the full set of controls, and the estimates imply a relatively large sized effect in substantive terms (approximate elasticity of about -0.14 to -0.13, when controlling for distributional norms). Table 6 Moreover, given that individuals with high levels of perceived wage inequality appear to put considerably more emphasis on non-meritocratic determinants of wages, as shown in section 5.1 above, one would presumably also expect that these individuals are less satisfied with their own compensation. Not surprisingly, then, the remaining three columns of table 6 show that individual wage satisfaction is decreasing in the perceived level of wage inequality. As before, the OLS estimate is considerably larger when using the full set of controls, implying quite a large elasticity of wage satisfaction with respect to inequality perceptions of about -0.113.
Instrumenting does not change the qualitative result, but it yields a much larger point estimate (the 2SLS estimate equals -0.875, compared to the corresponding OLS estimate of -0.419); which also implies a larger elasticity of about -0.237. Table 7 The first panel of table 7 shows estimates for people's overall normative assessment of inequality in their country of residence. Considering the results discussed so far, it is probably not surprising to find that inequality perceptions have a strong and highly significant effect on the individual perception that income differences in one's country are too large. In fact, both OLS and 2SLS estimates are statistically significant and they imply a comparatively large approximate elasticity of about 0.134 and 0.215, respectively, when holding distributional norms constant (note that the OLS estimate without controlling for distributional norms is still significant, but only about half the size of the OLS estimate including distributional norms as a control).
The second part of table 7 shows that individuals with higher inequality perceptions also tend to perceive a higher level of conflict in their society. Again, the inclusion of distributional norms turns out to be important for the qualitative result, as the OLS estimate without the inclusion yields an insignificant point estimate, but adding distributional norms turns the OLS estimate significant (point estimate of -0.003 and 0.176, respectively).
The Role of Government and Support of Progressive Taxation
The next set of estimates, presented in table 8, documents the effect of inequality perceptions on individuals' views about the appropriate role of the state with respect to distributional issues as well as to their support of progressive taxation. Table 8 Consistent with the previous results, the first three columns of table 8 show that a higher level of perceived inequality is statistically significantly associated with stronger support for government intervention. That is, people who perceive a high level of wage inequality appear to be considerably more supportive of intervention by the state. Both OLS and 2SLS estimates are statistically significant and positive and, again, including distributional norms as a control yields a much larger OLS estimate and instrumenting yields a still larger point estimate. When controlling for distributional norms, both OLS and 2SLS estimate imply a relatively large quantitative effect of inequality perceptions (as indicated by the comparatively large approximate elasticity of about 0.097 and 0.188, respectively).
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The remaining three columns of table 8 show estimates on individuals' support of progressive taxation. Again, I find that there is a positive, and statistically highly significant, effect of inequality perceptions on the support of progressive taxation. The pattern is similar to the preceding results concerning the role of the state; with the OLS estimate approximately doubling when distributional norms are included as a control, and with a yet higher 2SLS estimate.
Also, the economic size of the estimates is quite large, with an approximate elasticity about 0.11 to about 0.165, depending on the specification.
Political Preferences and Political Participation
The final set of estimates, reported in table 9, focuses on the effect of inequality perceptions on individuals' political preferences as well as their general political participation. The first three columns of table 9 report estimates for respondents' identification with the political right (that is, higher values on the dependent variable signify a stronger identity with the political right), while the remaining three columns focus on individuals' more general degree of political participation, measured by a single item asking about participation at the last election held in a respondent's country of residence. Table 9 Not surprisingly, and consistent with the results presented so far, the first three columns of table 9 show that higher inequality perceptions are associated with people being significantly less (more) likely to state that they identify with the political right (left). Again, controlling for individual distributional norms, both OLS and 2SLS estimate imply quite a large effect of inequality perceptions on political preferences (with an approximate elasticity of about -0.102 and -0.309, respectively).
Finally, the evidence with respect to voting -as a measure of an individual's general political participation -is somewhat mixed. The two OLS estimates suggest that political participation is increasing in an individual's inequality perception, while the 2SLS estimate turns out to be small and statistically insignificant. If anything, then, a high perceived level of wage inequality seems to increase political participation.
Conclusions
In this paper, I use a simple yet intuitive empirical measure of individual-level inequality perceptions to estimate how these subjective perceptions affect individuals' attitudes to and beliefs about social inequality. Using a broad variety of different outcomes reflecting the diverse dimensions of attitudes to social inequality, the empirical analysis shows that a higher level of perceived wage inequality is statistically significantly associated with a weaker belief into the proper functioning of (labor) markets. Specifically, I find that individuals who perceive wage inequality to be high tend to be less (more) likely to believe that wage differentials are driven by meritocratic (non-meritocratic) principles. Consistent with previous empirical evidence, these individuals are also less likely to be satisfied with their own compensation from work. Taken together, these results suggest that a high perceived level of wage inequality has the potential to undermine the legitimacy of market outcomes. The results are also consistent with the argument that there is a feedback process running from (the perception of) inequality to attitudes to social inequality.
I further show that this result is robust to the use of an instrumental-variable estimation strategy which uses regional means of inequality perceptions as an instrument for individuallevel inequality perceptions. In general, 2SLS estimates turn out to be larger (in absolute terms) yet mostly consistent with the corresponding OLS estimates. Moreover, the implied approximate elasticities of attitudes and beliefs with respect to inequality perceptions reveal that the quantitative size of the estimates effects appear to be plausible. While most of the estimates describing the effect of inequality perceptions on attitudes to social inequality are statistically significant, most of the corresponding elasticities appear to be small or of moderate size.
Finally, the results presented in this paper also add to the available empirical evidence showing that subjective perceptions of economic phenomena shape individuals' attitudes and beliefs. The results of this paper show that attitudes to and beliefs about economic inequality are, in part, influenced by individuals' perception of the prevailing level of wage inequality in their country of residence. This in turn implies that changes in inequality might indeed bring about corresponding changes in attitudes towards social inequality. Notes: The table shows descriptives for all the items eventually used as an outcome. The first four columns show, respectively, the mean, the standard deviation, as well as the sample minimum and maximum (note that all variables only take on integer values). The last two columns show the number of observations with valid values (n) as well as the number of years (out of a maximum of four) a given item appeared in the survey (T). Approximate elasticities of the dependent variable with respect to inequality perceptions are given in brackets. In the case of 2SLS estimates, the F-statistic associated with the null hypothesis of no partial effect of the instrument(s) on individual-level inequality perceptions is reported in curly brackets. The estimates reported in columns 1 to 5 (6 to 10) use data stacked across 10 (4) different items (see table 1 for details). to inequality perceptions are given in brackets. In the case of 2SLS estimates, the F-statistic associated with the null hypothesis of no partial effect of the instrument(s) on individual-level inequality perceptions is reported in curly brackets. The estimates reported in columns 1 to 3 (4 to 6) use data stacked across 1 (2) different items (see table 1 for details). clustered by individual and are given in parentheses. Approximate elasticities of the dependent variable with respect to inequality perceptions are given in brackets. In the case of 2SLS estimates, the F-statistic associated with the null hypothesis of no partial effect of the instrument(s) on individual-level inequality perceptions is reported in curly brackets. The estimates reported in columns 1 to 3 (4 to 6) use data stacked across 1 (7) different items (see table 1 for details). Notes: , , denotes statistical significance on the 10%, 5%, and 1% level, respectively. Standard errors are clustered by individual and are given in parentheses. Approximate elasticities of the dependent variable with respect to inequality perceptions are given in brackets. In the case of 2SLS estimates, the F-statistic associated with the null hypothesis of no partial effect of the instrument(s) on individual-level inequality perceptions is reported in curly brackets. The estimates reported in columns 1 to 3 (4 to 6) use data stacked across 6 (2) different items (see table 1 for details). Notes: , , denotes statistical significance on the 10%, 5%, and 1% level, respectively. Standard errors are clustered by individual and are given in parentheses.
Approximate elasticities of the dependent variable with respect to inequality perceptions are given in brackets. In the case of 2SLS estimates, the F-statistic associated with the null hypothesis of no partial effect of the instrument(s) on individual-level inequality perceptions is reported in curly brackets. The estimates reported in columns 1 to 5 (6 to 10) use data stacked across 10 (8) different items (see table 1 for details). 
